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E.O. 11652: GDS 
TAGS: EAID ZA US 

SUB J : ADDITIONAL SECURITY SUPPORTING ASSISTANCE FOR ZAMBIA 
REF: (A) STATE 287130, (B) LUSAKA 2963 

1 . WE AGREE THAT ANY SUPPLEMENTAL SSA FOR ZAMBIA 
COULD BE BEST USED AND DISPERSED AS A FRUTHER PROGRAM 
LOAN AND THAT THE RATIONALE MENTIONED IN PARA 3 
REFTEL A IS NOT ONLY MOST CONVINCING BUT ENTIRELY 
ACCURATE. FURTHER, BELIVE THAT GRZ NEED FOR SUCH 
ASSISTANCE IS ACUTE AND THAT IT WOULD BE DEEPLY 
APPRECIATED. 

2. HOWEVER, WE HAVE SERIOUS RESERVATIONS WHETHER A 
FURTHER $20 MILLION PROGRAM LOAN COULD BE DISPERSED 
IF PRESENT AND POTENTIAL RESTRICTIONS UPON IT ARE 
IMPOSED. THE BULK OF ZAMBIAN IMPORTS FROM THE US 
ARE CAPITAL GOODS OR SPARES FOR CAPITAL GOODS (MINING 
MACHINERY, TRANSPORTATION EQUIPMENT, ETC.) USED BY THE 
GOVT AND PARASTATALS WHICH ARE MAJORITY 
GOVT-OWNED. UNDER THE PRESENT RULES, CAPITAL GOODS 
WHICH ARE ELIGIBLE FOR EXIM TYPE LOANS MAY NOT BE 
INCLUDED AMONG PRODUCTS TO BE IMPORTED UNDER 
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IDENTIFY NON-CAPITAL GOODS PRODUCTS WHICH COULD BE 
IMPORTED FROM THE US WHICH, WITH THEIR FREIGHT, WILL 
TOTAL ABOUT $20 MILLION. SINCE THEN WE HAVE HEARD 
STORIES THAT EXIM IS NO LONGER ENCOURAGING FINANCING 
OF CAPITAL GOODS TO ZAMBIA AND HAVE QUERIED THE 
DEPT ON THAT SUBJECT (REFTEL B). IT WILL BECOME 
EXTREMELY DIFFICLT IF NOT IMPOSSIBLE TO FIND NON- 
CAPITAL GOODS PRODUCTS FROM THE US TO BE FINANCED 
UNDER A FRUTHER $20 MILLION LOAN. WE BELIEVE THAT IF THIS 
IS RESTRICTED IN PART OR WHOLE TO THE PRIVATE 
SECTOR, IT WOULD BE VIRTUALLY IMPOSSIBLE. 

3. THEREFORE , BEFORE ANY CONSIDERATION OF SUPPLEMENTAL 
PROGRAM LOAN , BELIEVE THESE TWO POINTS MUST BE CLARIFIED. 
WE ARE CONCERNED THAT UNLESS WE ARE PERMITTED TO INCLUDE 
CAPITAL GOODS IMPORTED BY THE PUBLIC SECTOR, WE WILL 
BE UNABLE TO DISPERSE A FURTHER $20 MILLION. TO 
ALLOCATE THE MONEY AND HAVE IT UNUSED WOULD DO MORE 
HARM TO US -ZAMBIAN RELATIONS AND TO THE POSSIBILITY 
OF A CONSTRUCTIVE ONGOING AID RELATIONSHIP THAN TO 
PASS UP A SUPPLEMENTAL ALTOGETHER.LOW 
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